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ACCOUNTI NG PRI NCI PLES AND STANDARDS HANDBOOK

CHAPTER 2. BACKGROUND

Section 1.0 H storical Background

The statutory m ssion of the Departnent of Comrerce (DOC) is "to
foster, pronote, and devel op foreign and donmestic commerce, the
m ni ng, manufacturing, and fishing industries of the United
States" (15 U. S.C. Sec. 1512). Since its establishment in 1903,
t he Departnent has been conprised of a variety of organizations,
many having entirely unrelated m ssions and prograns (see Exhibit
2-1, DOC Organi zation Chart). Thus the conbination of a w de
variety of activities, which are not directly related, presents
the Departnent with a special requirenent for a broad range of
accounting and rel ated financial managenent techniques to
properly adm ni ster the diverse prograns for which the Departnent
i's responsible.

Section 2.0 Program Summary

The maj or organi zati ons of the Departnent are as foll ows:

.01 The Ofice of the Secretary (O S) provides policy
direction and general supervision of the Departnent.
Activities include executive direction and staff
assi stance in budget, finance, energency preparedness,
information, |egal, managenent and organi zation, notor
vehi cl e, personnel, procurenent, program planning,
property, publications, records, safety, security, and
space managenent. The O fice of the Inspector Ceneral
provi des i ndependent audit and investigative
assi st ance.

.02 The National Cceanic and Atnospheric Adm nistration's
(NQAA) activities include weather, marine, river and
fl ood forecasts and warnings; earth and mari ne
description, mapping and charting; telecomrunications
and space di sturbance forecasting; and rel ated
research. Wather facilities are operated in the
United States, at overseas stations and from ships at
sea and satellites. COceanographic and hydrographic
survey vessels, aircraft, and a system of nmagnetic
observatories, seisnograph stations, tide stations, and
related facilities are operated to survey and chart the
coastal waters of the United States, produce nauti cal
and aeronautical charts, and process and publish
oceanogr aphi ¢ and geophysi cal data. Fisheries
managenent and rel ated research, including ecol ogi cal
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studies, are other inportant activities of this
or gani zati on.

The I nternational Trade Admi nistration (I TA) pronotes
worl d trade and works to strengthen the international
trade and investnment position of the United States.

| TA achi eves this by stagi ng overseas trade pronotions;
provi di ng Governnent, business, and the public tinely
informati on on comodity, industry, and marketing

devel opnents, both international and donestic; and
overseei ng Federal participation in U S Expositions.

| TA's U S. and Foreign Comercial Service plays an
inportant role in fostering U. S. trade overseas.

The Bureau of Export Admi nistration (BXA) directs the
Nation's export control policy. Mjor functions

i ncl ude processing |license applications, conducting
foreign availability studies to determ ne when products
shoul d be decontroll ed, and enforcing U S. export
control laws. BXA also works to assure that

i nternational arrangenents and business practices are
conpatible wwth U S. business interests and a
conpetitive system

The Econom cs and Statistics Adm nistration provides
data and anal ysis on econom ¢ and denographi ¢ subjects
fundanental to the advancenent of the Nation's econony
and to the resolution of its social and econom c

probl enms. The mmj or conponents of Econonmic Affairs are
the Bureau of the Census and the Bureau of Econom c
Anal ysi s.

a. The Bureau of the Census conducts periodi c censuses
on popul ation, housing, agriculture, governnents,
manuf act uring, construction, transportation, m neral
industries, and the distribution and service trades.

Census publishes this information as well as
estimates and projections of trends based on their
surveys.

b. The Bureau of Econom c Anal ysis (BEA) conpiles
mont hly, quarterly, and annual data of manufacturing
and trade output, construction and housing, consuner
incone, foreign trade, popul ation characteristics,
and state and | ocal governnent enploynent and
financing. National econom c accounts are devel oped
and nmai ntai ned on national incone and product,
i nput - out put data by industry, bal ance-of-paynents,
and regi onal econom c accounts.
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The Technol ogy Adm nistration (TA) helps build the
Nation's overall technol ogical capability and assures
maxi mum application of the advances of technology in

i ndustry and commerce. The maj or conponents of the
Technol ogy Adm ni stration are the National Institute of
St andards and Technol ogy and the National Technical

| nformati on Servi ce.

a. The National Institute of Standards and Technol ogy
(NI'ST) assures nmaxi mum application of the physical
and engi neering sciences to the advancenent of
technol ogy in industry and commerce through prograns
to devel op, maintain, and nake avail able for use
basi ¢ nmeasurenments and standards, materi al
measur enents and standards, and technol ogi cal
measurenents and standards. Calibration and tests
are perforned, and standard reference materials are
devel oped for Government and industry.

b. The National Technical Information Service (NTIYS)
acts as a self-supporting clearinghouse for
scientific, technical, and engineering information.

Thi s cl eari nghouse provides Anerican firnms with
access to U S. and foreign governnent-sponsored
research and devel opnent and applied engi neering
studi es.

The Patent and Trademark O fice (PTO admnisters the
U S. patent and trademark |aws to pronote industrial
and technol ogi cal progress in the United States and
strengthen the national economy. This mssion is
acconpl i shed by: exam ning patent and trademark
applications, issuing patents, and registering
trademar ks; di ssem nating patent and trademark
information to the public; and encouragi ng a donestic
and international climte in which intellectual
property can flourish. PTO is responsible for

col l ecting, assenbling, catal oging, publishing, and
di stributing technical information disclosed in patent
grants and, by so doing, has created the world's

| argest scientific and technical information center.

The M nority Busi ness Devel opnent Agency (MBDA) assists
m nority businesses by providi ng managenent and

techni cal assistance to mnority firms. MBDA al so
coordi nates opportunities for mnority firnms in the
private sector and pronotes the participation of

busi ness and Federal, State, and | ocal governnents in
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directing resources to develop strong mnority
busi nesses.

.09 The Econom c Devel opnent Adm ni stration (EDA) pronotes
the creation and protection of jobs and inconme in areas
of substantial and persistent unenploynent. This is
acconpl i shed by providing grants and | oan guar ant ees
for planning assistance, technical assistance, research
and coordi nation, and providing grants and | oan
guarantees for devel opnent facilities and i ndustri al
devel opnent .

.10 The National Tel ecomuni cations |Information and
Adm ni stration (NTI A defines policies which support
t he devel opnment and growth of tel ecommuni cati ons,
information, and related industries; furthers the
efficient devel opnent and use of tel ecommunications and
i nformati on services; provides policy and managenent
for Federal use of the el ectromagnetic spectrum and
furni shes tel ecommuni cations facilities grants to
public service users.

Section 3.0 Financial Mnagenent Concepts

The Budget and Accounting Procedures Act of 1950, as anended,
requi res the head of each executive agency to establish and

mai ntai n systens of accounting and internal control designed to
provi de the foll ow ng:

a. Full disclosure of financial results of the
agency's activities;

b. Adequate financial information for the agency's
managenent purposes; and

c. Control and accountability of assets--effective
control over, and accountability for, all funds and
asset s.

The Departnent's varied prograns and supporting activities give
rise to a nunber of financial managenent requirenents. The
Departnent's financial systens and operations nust therefore be
i npl emented so as to cost-effectively satisfy these varied
requi renents. Anong these are the foll ow ng:

.01 Accommodation and Support of Sources and Met hods of
Fi nanci ng
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Wil e much of the Departnent's funding is obtained from
annual appropriations, bureaus also obtain funds from
mul ti-year and no-year appropriations, revenues from
sal es of docunents and services to the public, and work
for other Government agencies. The bureaus al so

adm nister a variety of trust funds, such as for
managi ng conbi ned Federal -State prograns and gifts and
bequests to the Departnent.

Met hods of financing include the use of contract

aut hori zati ons, managenent funds, intra-governnental
and public enterprise revolving funds, consoli dated
wor ki ng capital funds, and franchise funds for the
di stribution of overhead and joint service costs

bet ween Departnment appropriations as well as for the
performance of work for other Governnent agenci es.

St andar di zati on of Accounting O assification Coding
Structure(s) and O her Needed Common C assifications

Al t hough the accounting systens are now i ntegrated at
the bureau | evel by common cl assification, a conmon
structure will be instituted Departnent-wide with the

i npl enmentation of a Departnental Core Financial System
This will facilitate inproved fornulati on and execution
of budgets, and provide consistent financial inform-
tion needed for program managenent and Depart nment al
over si ght.

Common classifications will also permt the eval uation

of performance against plans at all |evels of
managenent, permt roll up of codes to higher |evels
(1.e., activity, sub-activity, line item and/or major

obj ect class), and enhance internal controls.

Desi gn and | npl enmentati on of Needed Financial Controls

Fi nanci al control is achieved primarily through
pl anni ng of expected performance, execution under the
pl an, as well as accounting, reporting, and review

a. Planning, programm ng, and budgeting is a
coordi nated techni que consisting of correl ated
| ong-range pl anni ng, planning of an annual budget,
and the planning and programm ng of internal
operations and procurenent for the current fiscal
year.
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Accounting furnishes the essential financial
information to ensure that managenent can make

i nformed decisions on its daily operations, and to
provi de financial control over the organization's
assets. Accounting also consists of recording,

cl assifying and sunmari zi ng transactions of a
financial nature, and interpreting the results.
Accounting systens provide information at
appropriate levels on disbursenents, outlays,
accrued expenditures, obligations, and conmmtnents.

Fi nanci al reports are prepared and consol i dated
directly fromthe accounting records at a | evel of
detail consistent with the |evels of managenent to
whi ch the reports are addressed and fulfill the
reporting requirenment established under the Chief
Financial Oficers Act of 1990.

Revi ews and eval uations are carried out
continuously at all levels of operation and
managenent usi ng programred and exception

t echni ques.

.04 Specification and Establishnent of Control Levels

Control levels are established to prevent violations of
| aws, and to pronote the econom cal and efficient use

of

a.

resour ces.
Fund control is the chief nethod of control, and is
based on relating el enments of operating budgets to
rel ated el ements of commtnents and obligations

i ncurred.

Suppl enent al devi ces of control include the

fol |l ow ng:

1. Personnel ceilings and staffing patterns are
i ncorporated into budgeting and reporting
processes whi ch, when summarized, provide
information for the budget justifications.

2. Commtnents are used for the admnistrative
control of funds for those cl asses of
expendi tures where funds nust be reserved to
assure their availability for future
obl i gati ons.
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3. Prevalidation is used where planni ng cannot
assure adm nistrative control, or where a
conpari son of budgets agai nst obligations
indicates a critical situation.

4. Procurenment of property is coordinated with
property managenent to assure that acquired
property is properly recorded and that excess
property is used whenever possible. A periodic
physi cal count in conjunction with other
property maintenance system such as the bar
code system are current procedures being used
to nmonitor addition and del etion of assets.

Section 4.0 New Core Financial System

As mandated by statute and central agency policies (the Chief
Financial Oficers Act of 1990 and OVMB Circul ar A-127, Financi al
Managenent Systens), the Departnment shall replace its existing
out dat ed accounting systens with an integrated Conmerce

Adm ni strative Managenent System (CAMS). |In June 1998, the
Department conpleted the Core CAMS at Census. An independent
verification and validation assessnment concluded that CAMS net
the needs of the Departnent and was as good as or better than

ot her core financial managenent software packages inplenented at
ot her |arge governnent agencies. Based on this assessnent, the
Depart nent devel oped a busi ness case analysis to conpare and
eval uate strategies for inplenenting Core CAMS. Accordingly, a
new strategy was devel oped for Core CAMS. This strategy involved
expansion from Census to NOAA, followed by NIST. In addition,
EDA decided to inplenent certain aspect of CAMS in FY 1999. The
remai ning reporting entities, however, would obtain financial
systens support through cross-servicing agreenents.

Section 5.0 Existing Accounting Systens

Ef fective October 1, 1999, the Departnment will be using six (6)
separate accounting systens. These six systens are as follows :

Econom c Devel opnent Adm nistration (loans and grants)and
Bureau of the Census: CAMS

Nat i onal Technical Information Service (NTIS): NTIS
Accounting System

National Institute of Standards and Technol ogy (N ST)
operates two (2) accounting systens: Financial Accounting
and Reporting System (FARS) and NI ST Accounting System
provi di ng accounting services for:
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Nat i onal Tel econmuni cati ons and | nformation Agency
Technol ogy Adm ni stration(except NTIYS)

Ofice of the Secretary

Econom ¢ and Statistics Adm nistration (except Census)

Econom ¢ Devel opnment Adm nistration (adm nistrative
f unds)

M nority Busi ness Devel opment Agency
O fice of the Inspector GCeneral

Patent and Trademark O fice (PTO and International Trade

Adm ni stration (1 TA): Departnent of Interior’s Federal

Fi nanci al System (FFS)

Nat i onal Qceani ¢ and At nospheric Adm nistrati on(NOAA): NOAA
Fi nanci al Managenent System (FIMA)--al so providi ng
accounting services for:

Bureau of Export Adm nistration

Section 6.0 Financial Transactions

The bureau's accounting systens are considered the official
financial records for that bureau. The bureau systens are
generally the original entry system

The Departnent has its payroll cross-serviced by the National

Fi nance Center. The Coast CGuard cross services the payrol
function for the NOAA Corps. This was done so that the Departnent
coul d take advantage of the Coast Guard' s experience with
mlitary pay regul ations and procedures. Most foreign paynents
are made by the State Departnent and interfaced into the bureau
accounting systens. The Departnent of Interior is cross-servicing
accounting functions for I TA and PTQO
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